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FINANCIAL HIGHLIGHTS OF THE 19TH ANNUAL REPORT 


1967 

Sales, royalties, contract 

and other revenue _............ $21,427,045 
Net income (loss) oo... $ 197,089 
Net income (loss) per 

SNAVGe aie tes hae oe $ eas, 
Common shares outstanding , 

at year end) i. see 775,000 


Shareholders’ equity at 


year end $ 4,761,195 


Shareholders’ equity per 
SNAG Wee eee ee pee ee eee 


Nd nae ee $ 1,836,342 
Net research expenditures .... $ 369,094 
Plant and equipment 

expenditures (excluding 

FESCarCh) uaa sane $ 311,486 
Number of employees at 

vear 6nd: x costs ayer ake 1,364 
Wages and salaries to 

employees (2:97. eee $10,136,600 
Unfilled orders at year 

ONG, Peach ao ates $16,100,000 


1966 


$18,243 551 
$ (2,271,888) 


$ (2.93) 
775 ,000 
$ 4,564,106 
$ 5.89 
$ 17343,930 
$ 1,975,931 
$ 499,661 
1,510 
$ 9,715,200 


$14,000,000 


: SEZ 


1965 


$20,176,491 
Se 5989,075 


S$) 1228 
775 ,000 


$ 7,068 ,494 


~ 


1964 


$15,208 ,265 
$ 1,116,348 


$ 1.44 
775,000 


$ 6,464,419 


1963 


$16,892,111 


$ 1,636,915 


$ (2008 


750,000 


$ 4,848,071 


$ 8.34 


$ 6.46 


$ 5,046,605 


$ 1,690,231 


S237 51.07 


1,437 


$ 8,520,600 


$18,200,000 


$ 3,898,974 


$ 915,081 
$ 563,689 
1,293 


$ 5,423,800 


$12,300,000 


$ 2,535)955 


$ 1,095 255 


$ 1,172,630 


1,113 


$ 6,192,700 


$14,900,000 


Figures for the years 1963 to 1966 have been restated to conform to 1967 classifications. Fiscal 
year 1964 marked a change in the fiscal year end, consequently represents only a 9-month period. 


SALES AND CONTRACT REVENUE BY MAJOR CLASSIFICATIONS 


Space 


COUNOC Bp ae ok cccret Ores ee ee ee 


1967 


$ 745,300 
$ 1,064,100 


$ 9,337,800 


$ 5,685,100 
$ 934,900 
$ 3,264,600 


$21,031,800 


* Excludes royalties and other revenue 


1966 
$ 832,500 
$ 451,900 


$ 7,839,200 
$ 6,070,000 
$ 643,300 
$_ 1,805 ,200 


$17,642,100 


5% 
3% 
44% 
34% 
4% 
10% 


100% 


REPORT OF THE DIRECTORS TO THE SHAREHOLDERS 


The directors present to the shareholders their 19th 
Annual! Report and the audited consolidated financial state- 
ments of the Company and its wholly-owned subsidiary in 
Great Britain for the fiscal year ended September 30, 1967. 


Sales, Royalties, Contract and other Revenue 

The Company’s consolidated sales, royalties, 
contract and other revenue for the 1967 fiscal year 
was a new high of $21,427,045. The 1967 consolidated 
sales represent an increase of $3,183,494 or 17.4% 
over 1966 fiscal year sales of $18,243,551. 

Sales and contract revenue are listed by major 
classifications on the inside cover page. 


Net Income 

Consolidated net income for the 1967 fiscal year 
was $197,089, equal to 25¢ per share, as compared 
with a net operating loss of $2,271,888, equal to 
$2.93 per share, for the 1966 fiscal year. 

Last year we reported that whilst every effort was 
being made to increase sales and improve efficiency, 
the operating results for 1967 were not expected to be 
profitable as a great deal of activity in the operations 
of the Company would be taken up in the completion 
of contracts on which a loss was forecast. 

As a result of such efforts our 1967 sales in- 
creased to a record level. Although the slight profit 
of $197,089 is an improvement over the anticipated 
loss, it is recognized that the present profit level is 
low. 

The level of profit for 1967 fiscal year was ad- 
versely affected by the need to provide a further sum, 
amounting to $441,644, relating to contracts covered 
by the provision for estimated anticipated losses es- 


_ tablished for the previous fiscal year. Over ninety per 


As the future character and growth of the Com- 
pany will be determined in a large part by the nature 


and results of our research and development activi- 
ties, it has been the practice over the years to parti- 


Cipate with the Canadian Government in non-profit and 
cost sharing research and development programs. 
Sales of our developmental products and our services 
under such programs amounted to $3,065,800 in 1967, 
compared with $1,581,100 in the previous fiscal year. 
As these sales do not provide a profit they have an 
adverse short term effect upon the Company’s profit 
return in relation to sales, but, are essential for 
future growth and profit. 

The improvement in 1967 net income is primarily 
attributed to increased sales, reduced engineering 
expense and improved efficiencies, with these favour- 
able influences being partially offset by higher labour 
costs and material price increases. 


Research and Development 

As in the past, the Company has continued to 
devote a large proportion of its energies to product 
development. The Company’s expenditures for re- 
search and development in 1967 amounted to $398,413, 
a substantial portion of which was spent on the ora 


jitssperipherals. Three service test systems for a major 


development program incorporating the computer have 
been released for production in the experimental 
shops and studies are now underway to determine the 
feasibility of developing a micro-miniaturized version 
of the computer for future production. The prospects 
of obtaining a limited production run continue to be 
favourable. 
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NET WORKING CAPITAL 
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Commercial Operations 

In the year ended September 30, 1967, total sales 
and revenue of the Company’s Commercial Group were 
$6,056,000, representing an increase of $1,826,536 
over the 1966 fiscal year’s total of $4,229,464. Profit 
before tax from this operation amounted to $280,275 
in 1967, compared with $116,619 for 1966. Several 
large orders of avionic and automation-scientific 
equipments, delivered in the 1967 fiscal year, to- 
gether with continuing increased activities in the 
marine and survey operations, were significant factors 
in this improvement. 

Customer acceptance of our marine and survey 
services has warranted an expansion of our base for 
participation in marine and industrial electronics 
activities on Canada’s west coast. On October 2, 
1967, certain assets of a smatl marine and logging 
electronics sales and service business in Vancouver, 
B.C. were acquired. This acquisition is now operating 
as a division of your Company under the name of 
Sounder Sales and Service. 


International Operations 

Sales and revenue from international operations 
for the fiscal year under review represented 30% of 
the Company’s total income compared with 27% a year 
ago. The growth potential for the Company's aero- 
space products is dependent in a large part on our 
ability to sell in the export market. 

Marketing in Great Britain is handled through 
your subsidiary, Computing Devices Company Limited 
who earned a profit for the second successive year 
since its formation in 1962. Its profit for the 1967 
fiscal year was $81,924 on sales of $1,381,092, com- 
pared with 1966 earnings of $43,746 on sales of 
$751,014. 

North American marketing is handled by the 
Company. However, to provide a more direct access 
to the United States market, the Company recently 
allied itself with Bendix’s Aerospace Products Group. 
The Company was able to form this association - 
through its major shareholder, Bendix-Eclipse of 
Canada, Limited, a wholly-owned subsidiary of The 
Bendix Corporation. 


Working Capital 

The net working capital increased by $492,412 
during the year to a total of $1,836,342 at September 
30, 1967. The details of this net increase are set forth 
in the consolidated statement of source and applica- 
tion of funds. 


Capital Stock and Shareholders’ Equity 

The total assets of the Company increased during 
the year by $869,311 to $11,520,014 as at September 
30, 1967; and the shareholders’ equity as at that date 
amounted to $4,761,195 or $6.14 per share, represent- 
ing an increase of 25¢ per share during the year. 


Future Operations 

The devaluation of the pound sterling on Novem- 
ber 18, 1967 has not been taken into account in the 
accompanying financial statements. However, it has 
no significant effect as the loss attributable to de- 
valuation is estimated at $11,000. Negotiations are 
under way to bring the sterling conversion ratio of 
present contracts into line with the current exchange 
position. Indications are that these negotiations will 
be favourably concluded and the Company will not 
suffer a contract loss due to devaluation. Another 
profitable year is forecast by the subsidiary company 
_ in Great Britain at about the same level of results ob- 
tained in the fiscal year ended September 30, 1967. 

In addition to achieving a high level of sales for 
the year, the Company increased its backlog of orders. 
At September 30, 1967, the backlog of unfilled orders 
amounted to $16,100,000, an increase of $2,100,000 
over the value recorded at previous year end. Late in 
the 1967 fiscal year, the Company was successful in 
obtaining significant follow-on production orders for 
the latest generation of its tactical display and navi- 
gation equipment. These orders, in addition to de- 
monstrating customer acceptance of the Company's 
range of advanced products, will provide a good 
measure of our activities in the future. 

The recent curtailment in planned Government 
expenditures has created a greater than normal degree 
of uncertainty within the Canadian aerospace industry. 
However, our continuing efforts and advances in the 
fields of navigation, display and sensoring are aimed 
towards increasing our sales so that, with sustained 
economies in our operations, there may continue to be 
cautious optimism with respect to the Company’s 
ability to improve its profit position in future years. 


Directors and Officers 

At its June meeting the Board of Directors re- 
gretfully accepted the resignation of Mr. C.F. Hembery 
who has made significant contributions to the Com- 
pany and served as a director since 1952 and as 
President since 1955. Mr. Hembery has agreed to 
remain with the Company in an advisory capacity for 
at least one year. 

Mr. J.F. Taylor, a director of the Company since 
1959 and Vice-President and General Manager since 
September 1, 1966, was elected President and General 
Manager. 

Mr. James E. Bevins, Vice-President and Group 
Executive of the Aerospace Products Grpup of The 
Bendix Corporation was appointed a director of the 
Company to replace Mr. L.E. Smart who retired from 
the Board in February, 1967. 

The Board also established and filled two new 
offices in June. Mr. A.P. Fontaine, Chairman of the 
Board and Chief Executive Officer of The Bendix Cor- 
poration was elected Chairman of the Board of your 
Company and Mr. Bevins was elected Vice-Chairman 
of the Board. 

Since the close of the fiscal year, Dr. G.P.T. 
Wilenius has been appointed Director of Marketing to 
replace Mr. J.E. Detlor, who resigned. 


Acknowledgements 

The Board of Directors wishes to express its sin- 
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during the year. 

To the Shareholders, we wish to record our appre- 
ciation for your interest and support. 


FOR THE BOARD OF DIRECTORS 


KNOG 


J.F. Taylor, 
President and General Manager 


COMPUTING DEVICES OF CANADA LIMITED AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED BALANCE SHEET AS AT SEPTEMBER 30, 1967 


ASSETS 
1967 
CURRENT ASSETS: 
(Or: o) | ame ee eee RPM ARe ROT CORE Pee ce hk (Ouro mere RT) AR Sk 8 SB amd $___ 6.445 
Receivables (including unbilled charges): 
Governnment:oft Gana selene ete eee eee eee 2 565,412 
AEE ALE: COMPA INNS: sete eee ee eee ee I cre 389,943 
Incomestaxes recovienableniVocee2) meet een aeeea aan 54,068 
(@ 1 Oro) pierre meena MINOR ee er nner (ara Re ee ee NA hg sn 1,421,228 
Totalsreceivabless aeeee aoc nay eee ee eens 4,430,651 
INWETTORLES S (Motes = Sa riG A) sees ree ee ee ee ec f 4,039,320 
Prepard GxpPEnSes> cise cc ewe eco ete ee ee Rene ttc re 66,499 
Total2currentzasSehS mans ieee eee 8,542,915 
PROPERTY a EEANTSANDIEOU TR MENTE =a tC OS lame eeeee earn 6,951,366 
Less accumulated depreciation and amortization o...........cceccccecceeeceeeeeeeees 4,090,718 
Net property, plant and equipment .................. 2,860 ,648 
DEFERRED DEVELOPMENT COSTS — at cost, less amortization ................ 116,451 
Approved by the Board: 
bh ne AOE ah EERO J:F. TAYLOR |... . Director 
Seat ee Se, AOS ee ee F.S. MARTIN, = Director 


T OVALS otto ait een $11,520,014 


1966 


$ 3,485 


—_—_——__L__—_—= 


2,428 477 
353 ,880 
100,649 


930,648 


3,813 ,654 
3,500,264 

59,678 
7,377 081 


6,675 ,766 
3,563,213 


3,112,553 


161,069 


$10,650,703 


COMPUTING DEVICES OF CANADA LIMITED AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED BALANCE SHEET AS AT SEPTEMBER 30, 1967 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 
Bank indebtedness, secured by a general assignment of receivables .... 
ACGOUNTSEpPAayablerand accrued! CHArGeS Wocc..cs.csc-cusseeccscresdsorsceecensescoseoenes 
DUCHORA TT MIMALCAsCOMPAMlSSs or payceaesssscss ea arenes. dacctoncatsceceelai ome utes satan ence: 
Demand note payable to an affiliated Company ................cceccceeceeeetee cece 
SaleswanadeothelataxesSipavab lie eecetactee ates seckectcon cca sesantecseasonanecroacnens 
Customers’ advance payments (affiliated company 1967 — $453,172; 

VEL) oa SISTZU AS BGS ur ot POR a ae SO i en 
Allowance for unrecoverable future costs on contracts (Note 4) 


LOLESY) UIE STONES ccdaunstocob oscsbacbuasonasdhsoe 


LONG-TERM DEBT: 
672% mortgage payable, due in blended monthly instalments of 
principal and interest through November 1, 1987, less amount 
MEIUCSGMIM ACCOUNTS PAV ADI) hscc..suntcessnotisqecsovedensiesecdsolueemniacnpevhsienee oars 


SHAREHOLDERS’ EQUITY: 
Capital stock: 
Authorized — 1,500,000 common shares of no par value 
Issued and fully paid — 775,000 common Shareé$ ..........00...0cccccceeeeeeeeees 


RELalNeCEeahimiGSe me weet teres ccen te ame eres ce ee ae MON MEE ere i tert Oe 


1967 


$ 2,887,321 


1,101,404 
332,156 
1,300,000 
202,754 


857,938 
25 ,000 


6,706,573 


52,246 


500,303 
4,260,892 
4,761,195 


$11,520,014 


1966 


S$ 2,623),282 
1,193 ,867 
365 ,425 


204,113 


979,041 
667,423 


6,033,151 


53 446 


500 ,303 
4,063 ,803 
4 564,106 


$10,650,703 


The accompanying notes are an integral part of the financial statements. 


COMPUTING DEVICES OF CANADA LIMITED AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED STATEMENT OF INCOME FOR THE YEAR ENDED SEPTEMBER 30, 1967 


1967 | 1966 
INCOME: 
Sales-contracteandsotherreventic mmeeeseretert eres ener ena nn aan $21,146,663 $17,899,313 
Royalties 12... Pcsucisiae hens Beene cee ese eee Sem ene a een Ore ec 280 382 344 238 
Total incomes piewchere eh ere ter eee ae 21,427 ,045 18,243,551 
COSTS AND EXPENSES: 
COStOF SALES 5 cid sates noes gine cn eure Ceecr e  e ee 1775291, 47 16,468 ,172 
Selling, service, patent ,administrative and general expenses ............ 2,962,514 2,723 667 
Research: and: developments secs ee eee eee 398 413 1,089 636 
Provision for depreciation and amortiZation o.oo... ceccececeeceeeeeeeseeeeeeeeeeees 551,801 527 ,052 
Total costs and eExpenSesS o.oo... ecccccececeeeseeeeeeees 21,204 ,145 20,808 ,527 
INCOME (LOSS) BEFORE PROVISION FOR INCOME TAXES ..............0000...c000 222,900 (2,564 ,976) 
PROVISION FOR (RECOVERY OF) INCOME TAXES (Note 2) oo.....ccccccecceceeeeeee 25 811 (60,358) 
DEFERRED TAXES WRITTEN BAG Kio yy rc ieee ee (232,730) 
NETRINGOMEN(HOSS) EE OR ite Ex yi A Reese re eee $ 197,089 $ (2,271 ,888) 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS FOR THE YEAR ENDED SEPTEMBER 30, 1967 


1967 1966 
BAEANGEFATEBEGIINININ Ge @ Fall be ray EAR reser erste erence $ 4,063,803 $ 6,546,191 
ADD: 
Net sincomestor the: year xe a.ccnce ore eet een ere een 197,089 - 
TACTILE UAC OETOUEII SUT ROIS: derdiincacbooe s1ussne eaten sancededocnaanouccnbatonssonneseansosooer — 22 ,000 
4,260,892 6,568,191 
DEDUCT: 
Netiloss: forthe: year s.cmcaiee eer rete ccsicss ote ace een eee eet — 2,271,888 
Bividendsdecil are cae ce cee eee cea Ree eect i es rer ce ~ 232 ,500 
— 2 504 388 
BALANGEVAT: ENDEOR IH ESYEAR Boetcs ce raat screen cee errr eee ee nee $ 4,260,892 $ 4,063,803 


The accompanying notes are an integral part of the financial statements. 


COMPUTING DEVICES OF CANADA LIMITED AND 


ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED SEPTEMBER 30, 1967 


FUNDS PROVIDED: 


Memimeome (1OSS) fOr the VeOr seni ceshescimstindcentaeocacnns 
DepreciationrandramontlzatiOnwes en ae eee ee 
Develooment costs absorbed) 2005... eee cee: 
DefemneceraxeS Whitten) DAC kare cere tstaceecs seer 


Total funds provided from operations _............ 


SACRO MECUMOMIGI tmermec na tert ete Cent cnn cure te echo iat 
RESCALC IMEC Nici tamerter are see acre ee tr ere meetin strc, Ae tee tone 


FUNDS APPLIED: 


Additions to plant and equipment ..................02...0..00000 ee 
Development costsrdeferred Wis koe. cacc-ceeee-cse ese seen 
DIvGendSs pal ewe ce ters eres earn nas eat sete Mecano res 
Stine ntaliia bility xO MeMOntGageSmmes cst teen scene ee 


Total funds applied ooo... 
INCREASE (DECREASE) IN WORKING CAPITAL FOR THE YEAR 
WORKING CAPITAL AT BEGINNING OF THE YEAR _........... 
WORKING CAPITAL AT END OF THE YEAR ...............00:.0004 


1967 1966 
ft EE gr $ 197,089 $ (2,271,888) 
REE So cant 551,801 527,691 
Oh one On 126,995 59,476 
TA... weer = (232,730) 
875,885 (1,917,451) 
ete, ae. 41,252 113,905 
Hadi ener ee 9.887 bs 
Ee cts ek) 927,024 (1,803,546) 
Soke | > 351,035 1,620,098 
Nk te es 82,377 45 362 
Pg eye 9 4) 2 232,500 
Ch eee 1,200 1,169 
ft lena 434,612 1,899, 129 
ee 492,412 (3,702,675) 
ee leh nee i 1,343,930 5,046,605 
ees) $ 1,836,342 $ 1,343,930 


The accompanying notes are an integral part of the financial statements. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Principles of Consolidation 

The consolidated financial statements include the 
accounts of the Company and of its wholly-owned 
subsidiary, Computing Devices Company Limited. 
Assets, liabilities and operating results of this 
British subsidiary have been converted to Canadian 
dollars at the rate of $3 to the pound sterling. 

Amounts receivable and payable in United States 
dollars have been converted to Canadian dollars at 
rates approximating those at September 30, 1967. 


2. Income Taxes 
(a) Scientific Research Expenditures 


The income tax authorities have reassessed’ 
: 
neni agh Ot Gereneen RSIS Sn 


(b) Losses Available for Carry-forward 

Including the $125,000 mentioned above, 
losses available for carry-forward are approximately 
$2,700,000 with respect to prior years, available unti| 
1971 and approximately $60 000 with respect to the 
Current year, available until 1972. 

No income taxes are payable on the net in- 
come for the year, other than foreign withholding 
taxes. 

(c) Capital Cost Allowances 

In computing losses available for carry-for- 
ward, the Company did not claim capital cost allow- 
ances in 1966 and does not intend to claim capital 
cost allowances in 1967. As a result, the base for 
capital cost allowances exceeds the net book value 
of depreciable assets by approximately $650,000 at 
September 30, 1967. 


3. Inventories 
Inventories have been valued as follows: 
1967 1966 
Materials — at the lower of 


cost or replacement cost.. $ 312,081 $ 258,095 
Work in process — at the 

lower of cost or net realiz- 

abIem Vall Cie a tren tee eteeess 3,050,701 2,884,892 
Finished goods — at the 

lower of cost or net realiz- 

ablelvaluem ae ee ee 676,538 SS 207 


$4,039,320 $3,500,264 


4. Allowance for Unrecoverable Future Costs on Con- 
tracts 

Consistent with prior years, the Company records 
profits or losses on fixed-price contracts and con- 
tracts with a ceiling price in the following manner: 

(a) Profits are estimated and allocated to account- 
ing periods on the basis of billings made. 

(b) Losses incurred are written off; estimated 
losses on realization of work in process are provided 
for in full. 

In the current year, losses inherent in work in pro- 
cess amounting to $435,000 have been deducted from 
work in process in the consolidated balance sheet to 
show net realizable value. Estimated future losses 
(the excess of estimated costs to complete over the 
amount remaining to be billed) amounting to $25,000 
have been shown as a current liability. The aggregate 
provision of $460,000 is included in cost of sales. 


To conform to this presentation, the 1966 provision 
for contract losses of $1,828,900, shown in last year’s 
consolidated financial statements as a separate item, 
has been restated as follows: 


$1,161,477 deducted from work in process to 
show net realizable value 
667,423 remains as a Current liability 
$1,828,900 included in cost of sales. 


5. Long-term Leases 

The Company leases certain of its premises under 
an agreement which has an unexpired term of nine 
years with an annual rental of approximately $225,000. 


6. Remuneration of Directors and Senior Officers 

The remuneration of directors and senior officers, 
as defined by the Ontario Securities Act, for the year 
amounted to $161,736 (1966 — $190,100) of which 
$49,319 (1966 — $62 467) represented remuneration of 
directors. 


7. Comparative Figures 

The 1966 figures are presented for purposes of 
comparison only and have been restated to conform to 
the 1967 classifications. They are not covered by the 
accompanying report of Deloitte, Plender, Haskins & 
Sells. 


AUDITORS’ REPORT 


To the Shareholders of 
Computing Devices of Canada Limited: 


We have examined the consolidated balance sheet of Computing Devices of Canada 
Limited and its subsidiary company as at September 30, 1967 and the consolidated state- 
ments of income, retained earnings and source and application of funds for the year then 
ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in 


the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at September 30, 1967 and the results of their operations and 
the source and application of their funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


Toronto, Ontario, 
October 20, 1967. 


DELOITTE, PLENDER, HASKINS & SELLS 


Chartered Accountants 
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Telex: 001-2237 
Cable address: BENDIXINT NEW YORK 


NAVIGATION & CONTROL DIVISION 


THE BENDIX CORPORATION 
Une seo, Nid, WSN. 


BENDIX RADIO DIVISION, TELDIX LUFTFAHRT-AUSRUSTUNG 
THE BENDIX CORPORATION G.m.b.H. 


Baltimore, Maryland, U.S.A. Heidelberg, WEST GERMANY 


TOKYO AIRCRAFT INSTRUMENT CO. LTD. 
1600, Izumi, Komae-machi 
Kitatama-Gun, Tokyo, JAPAN 


AIR EQUIPEMENT OTTICO MECCANICA ITALIANA 
Paris, FRANCE Rome, ITALY 


Computing 
Devices of 
Canada Limited 


P.O. Box 508 Ottawa 4, Ontario Canada 
AN AFFILIATE OF THE BENDIX CORPORATION 


